UNI TED STATES BANKRUPTCY COURT
VWESTERN DI STRI CT OF WASHI NGTON

In re: GENERAL ORDER NO. 2

AMENDVENT TO LOCAL BANKRUPTCY
RULES 4001-2, 4001-3, and
4008-1

Amendnment of the Local Bankruptcy Rul es having come on for
consi deration before the undersigned Bankruptcy Judges of the
Western District of Washington, and the court having consi dered
t he proposed anmendnents as set forth in attached exhibit A; it
IS

ORDERED t hat, effective 1 October 2000, Local Bankruptcy
Rul es 4001-2, 4001-3, and 4008-1 are anended as set forth as

exhibit A attached and incorporated by this reference.

DATED: 12, Septenber 2000

/sl /sl

SAMUEL J. STEI NER THOVAS T. GLOVER

U. S. Bankruptcy Judge Chi ef, U.S. Bankruptcy Judge
/sl /sl

PHI LI P H. BRANDT KAREN OVERSTREET

U. S. Bankruptcy Judge U. S. Bankruptcy Judge
/sl

PAUL B. SNYDER
U. S. Bankruptcy Judge

GENERAL ORDER NO. 2



Amendnents to Local Bankruptcy Rules WD. Washi ngton:
Sept enber 2000

1. Financing CGuidelines: Local Bankruptcy Rules 4001-2 and
4001-3 are each anended by inserting the followng as new
paragraph (a), and re-lettering the existing paragraphs as
4001-2(b), (c) and (d), and 4001-3(b), (c) and (d):

(a) The Guidelines for Cash Collateral and Financing
Sti pul ati ons (appendi x A, as nay be nodified fromtinme
to time)(available on the court’s web site) apply to
all motions for approval of such stipulations, interim
and final, and all notions for approval thereof nust
contain the certification of counsel required by the
CGui del i nes.

2. Reaffirmations: Local Bankruptcy Rule 4008-1 is anended
by inserting the following in place of paragraph (a):

(a) Al reaffirmation agreenents submtted for court
approval by a debtor not represented by counsel shall
be filed wth Admnistrative Ofice Form B240
(3/99) (avail able on the court’s web site) and signed
by the debtor(s) and the creditor (or representative,
with title indicated).

3. Effective date: These anmendnents are effective
1 Oct ober 2000.

Exhibit A to General Order No. 2 13 Septenmber 2000



UNI TED STATES BANKRUPTCY COURT
VESTERN DI STRI CT OF WASHI NGTON

GUI DELI NES FOR CASH COLLATERAL
AND FI NANCI NG STI PULATI ONS

The judges of this district are often requested to rule
on requests by debtors (or Chapter 11 trustees) for authority
to enter into cash collateral and financing stipulations and
agreenments with secured creditors (e.g., under 88 363(c)(2) or
364(c) (all section references are to the Bankruptcy Code, 11
U.S.C.)). These stipulations and agreenents frequently
contain provisions that the judges will not normally approve.
In an effort to provide guidance to debtors and secured
creditors in these circunstances, the judges have adopted the
foll ow ng gui del i nes.

Except as set forth bel ow, these guidelines apply both to
interimand to final requests for use of cash collateral or for
authority to enter into a financing arrangenent.

A. The following will not normally be approved in an interim
order, and nust be identified and justified in final
requests (see C, below):

1. Cross-collateralization clauses, i.e., clauses that
secure prepetition debt with postpetition assets in
whi ch the secured party woul d not otherw se have a
security interest by virtue of its prepetition security
agreenment .

2. Provisions or findings of fact that bind the estate (or
all parties in interest, or parties not stipulating)
with respect to the validity, perfection or anmunt of
the secured party’ s lien or debt.

3. Provisions or findings of fact that bind the estate (or
all parties in interest, or parties not stipulating)
with respect to the relative priorities of the secured
party’s lien and |iens held by persons who are not party
to the stipulation. This would include, for exanple, an
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order approving a stipulation providing that the secured
party’'s lien is a “first-priority” lien.

4. Provisions in an interimorder that permt the secured
party’s lien to (i) attach to unsecured property of the
estate, or (ii) have priority over other existing
secured creditors in property of the estate that is
al ready subject to a secured creditor’s lien. See
8 364(c)(2) and (3).

5. Wiivers of § 506(c).

6. Provisions that operate expressly or as a practical
matter to divest the debtor, or any other party in
interest, of discretion in the fornulation of a plan or
adm ni stration of the estate, or limt access to the
court to seek any relief under applicable provisions of
| aw.

7. Releases of liability by the debtor of any claimor
cause of action against the secured creditor, including
without limtation (i) for the creditor’s all eged
prepetition torts, breaches of contract, or |ender
liability, (ii) releases of prepetition or postpetition
def enses and/or counterclains, and (iii) releases of any
avoi dance actions arising under the Bankruptcy Code.

8. Automatic relief fromthe stay of § 362(a) upon the
debtor’s default under the cash collateral or financing
agreenment or stipulation, conversion to chapter 7, or
t he appoi ntment of a trustee.

9. Adequate protection provisions that create |liens on
claims for relief arising under the Bankruptcy Code,
including without limtation, claims arising under 88§
506(c), 544, 545, 547, 548, and 549.

10. Waivers, effective on default or expiration of the term
of the agreenent or stipulation, of the debtor’s right
to move for a court order pursuant to 8 363(c)(2)(B)
aut horizing the use of cash collateral in the absence of
t he secured party’ s consent.

11. Carve outs for adm nistrative expenses that do not treat
all professionals equally or on a pro rata basis.
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12.

13.

14.

15.

16.

B. The

Provi sions that create an unreasonably short limtation
period for the debtor or any other party in interest

(i ncluding a successor trustee) to bring clains or
causes of action against the secured creditor.

A finding w thout supportive evidence to the effect that
in consenting to the use of cash collateral or
postpetition financing, the secured creditor is acting
in good faith.

Provi sions applicable in the event of dispute or default
under the agreenment that place venue in any other court.

Provi sions applicable in the event of a dispute or
default under the agreenment wherein the debtor waives
service of process, the doctrine of forum non

conveni ens, notice and hearing, or the right to a jury
trial.

Provi sions applicable in the event of a dispute or
default authorizing the financing party or anyone el se
to sue in the name of the debtor

following provisions will normally be approved:

W t hdrawal of consent to use cash coll ateral or

term nation of further financing, upon occurrence of a
default, appointnment of a trustee, or conversion to
anot her chapter.

Securing any new advances or postpetition dimnution in
the value of the secured party’s collateral with a lien
on postpetition collateral of the sanme type as the
secured party had prepetition, if such lien is

subordi nated to the conpensati on and expense

rei mbursenment allowed to any trustee thereafter
appointed in the case.

In connection with an order entered at a final hearing,
securing new advances or value dimnution with a lien on
ot her assets of the estate, but only if the lien is
subordinated to all the expenses of adm nistration of a
super sedi ng chapter 7 case.

Reservation of rights under § 507(b), unless the
stipulation calls for nodification of the Bankruptcy
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Code’s priorities in the event of conversion to chapter
7. See 8§ 726(b).

5. Reasonabl e reporting requirenents.
6. Reasonabl e budgets and use restrictions.
7. An expiration date for the term of financing or

use of cash collateral under the agreenent or
sti pul ati on.

C. In all applications for court approval of a cash coll ateral
or financing agreenent or stipulation, counsel for the
debtor (or trustee) nmust certify whether the agreenent
contains any provision listed in part A identify any such
provi sion, and explain its justification.
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